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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHMOND, DECEMBER 21, 2001
APPLI CATI ON OF
DELMARVA PONER & LI GHT COVPANY CASE NO. PUEO00086

For Approval of a Plan for
Functi onal Separation (Phase I1)

ORDER ON FUNCTI ONAL SEPARATI ON

On Decenber 21, 2000, Del marva Power & Light Conpany
("Del marva" or "the Conpany") filed an application with the
State Corporation Comm ssion ("Conm ssion") in Case
No. PUEO00086 pursuant to 8§ 56-590 of the Code of Virginia, for

approval of the second phase!' ("Phase I1") of its plan for

In this docket, the Conmission has previously considered certain aspects of
Del marva's plan for functional separation, including the divestiture of the
Conpany's electric operating units. See Final Order entered June 29, 2000,
in Case No. PUE0O00086, 2000 S.C.C. Ann. Rept. 499. As noted in the June 29,
2000 Order, Del marva agreed in a Menmorandum of Agreenent ("MOA") between it
and the Staff, anobng other things, that: (i) in conjunction with its
divestiture of its generation assets, it would reduce its base rates for its
Virginia customers cunul atively by $727,542, in intervals linked to the

conpl eti on of each phase of its proposed three phases of generation
divestiture; (ii) it would not seek an increase in its production (non-fuel),
transm ssion or distribution rates prior to January 1, 2001; (iii) it would
waive its rights to collect any wires charge cal cul ated by the Conm ssion
pursuant to 8§ 56-583 during any period in which such collection would

ot herwi se be authorized under the Virginia Electric Uility Restructuring
Act; (iv) following the earlier of January 1, 2001, or the first day of the
nmont h preceded by an interval of at |east 15 days followi ng the date of Tota
Divestiture, Delmarva's fuel factor would reset at $0.021 per kW, which
factor would remain in effect at least until January 1, 2004, and that the
action to reset such fuel rate would be acconplished by separate application
to the Conmi ssion nmade pursuant to 8 56-249.6; (v) effective January 1, 2004,
and subject to the conditions for applicability set forth in the MOA therein,
Del marva's fuel factor should be nodified pursuant to the Rate Case Protoco
(appended as Attachment 1 to the MOA) established by Staff and Del marva,
based upon (a) Del marva's 1999 generation nmix, and the (b) Fuel |ndex
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functional separation as required by Virginia Electric Utility
Restructuring Act ("the Act" or "Restructuring Act") Chapter 23
(8 56-576 et seq.) of Title 56 of the Code of Virginia. The
Restructuring Act requires that the Conmm ssion conplete its
revi ew of proposed plans of separation by January 1, 2002.

A function of our June 29, 2000, Oder in the first phase
of this proceeding was to approve the transfer by Del marva of
its generation assets to affiliated and non-affiliated
conpanies. Mst of the plants transferred are | ocated outside
t he Commonweal t h. 2

The Conmi ssion promul gated rul es® for functional separation
required by the Act. As required by these rules, the Conpany

filed a cost of service study for the twelve nonths ended

Procedure (Attachnent 2 to the MOA); (vi) as of the earlier of the first day
of the nonth preceded by an interval of at |east 15 days followi ng the date
of Total Divestiture or January 1, 2001, an unrecovered fuel bal ance of

(Fn. 1 cont.) $892,921 would be recovered over a 24 nonth period, subject to
Conmi ssi on approval under a separate application by Del marva pursuant to

8§ 56-249.6; (vii) Delmarva's capped rate established pursuant to §8 56-582 and
the provisions of the MOA shall be deened the Conpany's default rate pursuant
to § 56-585 whenever Delmarva is a provider of default service during any
period in which capped rates are also in effect.

The Conmi ssion accepted these provisions as in the public interest, but
deferred ruling on the Conpany's participation in PJMas the Conpany's
regional transmission entity ("RTE"). The Conpany's request to participate
in PIMis currently the subject of pending Case No. PUE010353.

2 For a discussion of the significance of plant |ocation, see our Order on
Functi onal Separation entered in Application of The Potonmac Edi son Conpany
d/b/a All egheny Power, For approval of functional separation plan (Phase |1),
Case No. PUE000280, slip op. (Decenber 20, 2001.)

3 Regul ations Governing the Functional Separation of |ncumbent Electric
Utilities under the Virginia Electric Utility Restructuring Act ("Rules"),
20 VAC 5-202-10 et seq., adopted in Case No. PUA000029.



Decenber 31, 1999. Del narva supplenented its application on
April 16, 2001, and again on June 29, 2001.

In addition, as part of its application, Delnmarva fil ed
proposed retail access tariffs which, according to the Conpany,
contai ned certain revisions and additions to its current retai
el ectric service tariffs, workpapers describing the devel opnent
of its unbundled rates, proposed tariff changes relating to the
retail choice, and a proposed electricity supplier agreenent
t hat woul d govern the relationship between alternative energy
suppliers ("CSPs") and Del marva for the CSPs' provision of
conpetitive generation service in the Conpany's territory. The
Conmpany represented that upon approval by the Comm ssion, these
rates and related tariff provisions would becone effective
January 1, 2002, and would replace the Conpany's current tariff
"S.C.C. Va. No. 7 -- Electric.”

Inits Order dated July 6, 2001, the Comm ssion directed
t he Conpany to provide notice to the public and established a
procedural schedule for the filing of coments or requests for
hearing on Delmarva's application. 1In that Oder, the
Comm ssion directed its Staff to investigate Delmarva's
application and file a Report on or before Septenber 28, 2001,
detailing its findings and recommendati ons. Ordering

Paragraph (9) of the July 6, 2001 Order provided that the



Conmpany and any interested person could file Responses to the
Staff's Report on or before Cctober 12, 2001.

On Cct ober 18, 2001, the Conpany, by counsel, filed its
proof of newspaper publication, together with proof of its
service on |ocal governnental officials.

On Septenber 14, 2001, AES Newknergy, Inc., ("AES" or
"NewkEnergy") filed its Notice of Participation in this matter,
together with its Initial Comments ("Coments"”) on Delnarva's
application. AES did not request a hearing, but reserved its
rights to participate further in this proceeding.

The Division of Consunmer Counsel, Ofice of the Attorney
CGeneral ("AG') gave notice of its intent to participate in the
proceeding and filed its coments herein on Septenber 14, 2001.
The AG al so did not request a hearing on this matter.

On Septenber 18, 2001, the Comm ssion Staff, by counsel,
filed a Motion requesting an extension of tinme in which to file
its Report in this matter. 1In its Mdtion, the Staff noted that
it had discussed with Del marva the inclusion of certain
accounting adjustnents in the Conmpany's cost of service study
that could require the revision of Del marva's cost of service
and unbundl ed rates. Staff alleged that it required additiona
time in which to receive and anal yze these revisions and to
prepare its Report. Staff asked that it be granted an extension

of time in which to file its Report to October 22, 2001, and



al so asked that the date by which responses to its Report could
be filed be extended to Novenber 7, 2001. Staff represented
that Del marva and AES did not oppose Staff's request for an
extension and that the AG supported the extension request.

On Sept enber 25, 2001, the Comm ssion granted the Staff's
Motion. It extended the date by which the Staff could file its
Report to Cctober 22, 2001, and the date by which responses to
the Staff Report could be filed to Novenber 7, 2001.

On Cctober 18, 2001, Delmarva filed its Response to AES
Sept enber 14, 2001 Conments. Anong ot her things, the Conpany
noted that it had been granted a waiver by the Comm ssion to
utilize the "Last-in" enrollnent rule for situations where
multiple enrollnments are received for a custonmer. It also
responded to NewEnergy's comments on the electricity supplier
agreenment. In its October 18 Response, the Conpany agreed to
anend its definition of "credit resources" to include a security
bond. Delmarva further asserted that the | anguage AES requested
to be placed in Article 2.7 -- Comuni cations and Data Exchange
was unnecessary since Delmarva is required to conply with
Commi ssion orders on comruni cati ons and data exchange. Wth
regard to Article 3.1(g) of its Electricity Supplier Agreenent
("Supplier Agreenent"), the Conpany proposed to revise its

tariff to provide:



(g) The Supplier will conply with any and
all information and data transfer protocols
that may be adopted by the Conpany that are
set by, and fromtine to tinme nodified by,
the Comm ssion. The Supplier wll conply
with any and all additional infornmation and
data transfer protocols that my be adopted
by the Conmpany fromtine to time, subject to
such rights as the Supplier nmay have to
chal I enge any such protocols in the
appropriate forum
Del marva characterized its provisions governing
Commencenent and Term nati on of Agreenments of its Supplier
Agreenent as alnost identical to those electric supplier
agreenents accepted by the Del aware, Maryland and New Jersey
Comm ssions. It supported a 30-day term nation period for CSP
agreenents.
The Conpany al so addressed NewkEnergy's concerns relating to
Del marva' s procedures for perform ng whol esal e | oad obligation
al l ocation, settlenment and balancing found in its electricity
supplier agreenment, as well as various other issues raised by
AES.
On Septenber 18, 2001, the Conpany filed a revised cost of
service study and unbundl ed rates with the Conmm ssion.
On Cctober 22, 2001, the Staff filed its Report in this
matter. 1In its Report, anong other things, the Staff proposed
si xteen additional revisions to the Conpany's Virginia

jurisdictional cost of service study that affected the Conpany's

operating revenues, operation and nai ntenance ("O&M') expenses,



taxes and rate base itenms. These adjustnents were sumari zed on
Attachnment 1 of Part B to the Staff Report.

The Staff Report also provided an anal ysis of the Conpany's
unbundl ed tariffs. Staff agreed with Del marva's proposed cl ass
cost of service nethodol ogy, with sone exceptions.

Specifically, the Staff provided an exhibit (EBR-3 to

Attachnment C of the Staff Report) showi ng the effect of

al l ocating 50 percent of metering and billing related costs to

t he production and transm ssion function just as Staff's
consultants did in Case No. PUE0O00584, Virginia Electric and
Power Conmpany's ("Virginia Power's") functional separation case.
Staff noted that it did not take exception to the Conpany's
Energy for Tonmorrow ("EFT") Rider* or Net Energy Metering ("NEM)
Rider® since in Staff's view, these riders do not affect rate cap
provi si ons.

The Staff opposed the Conpany's proposals to reduce the
credits avail abl e under the Peak Managenent Rider ("PM') for new
contracts executed after January 1, 2002, from $50 per kW per

year to $21.90 per kWper year. Staff noted that the reduction

4 Del marva proposes to activate the EFT program for econonic purposes for up
to 15 days out of the existing 30-day limt.

SIn the case of the NEM Rider, Delmarva presently offers its NEM customers
both supply and delivery credits through unbundl ed rates. The Conpany
proposes to expand the credits for distribution service to custoners who
produce excess energy and who have contracted for supply services froma
third party supplier.



in the level of existing credits was tantanount to a rate
i ncrease, and was prohibited by the Restructuring Act.

The Staff also commented on the Conpany's retail access
rules and regulations, tariff charges, and fees related to
retail choice as well as Del marva's proposed el ectric supplier
agreenment. Staff noted that on July 20, 2001, Del marva revised
its filing in an effort to conply with the Comm ssion's June 19,
2001 Order in Case No. PUE010013, adopting rules governing
retail access. According to Staff, the July 20 filing
suppl emented the electric Supplier Agreenent by adding a
Virginia Custonmer List Agreenent and a Virginia Usage Data
Agr eenent .

Staff reported that as part of Delmarva's July 20 filing,

t he Conpany requested a wai ver of the requirenent of Rule

20 VAC 5-312-80 F, that specifies that if nore than one request
for a change in a custoner's conpetitive service provider is
received froma custoner during one enrollnment period, the first
request received wll be the request honored. Delmarva asked
for approval to honor the |ast request received during any
enrol | nrent period, and sought authority to disregard any

previ ous requests received during that period. The Comr ssion
granted Del marva' s wai ver request on August 28, 2001, in Case

No. PUE010366.



Staff further reconmended that a majority of Del marva's
Suppl i er Agreenment should be integrated into S.C.C. Va. No. 7 --
El ectric or otherw se incorporated into a Supplier Coordination
Tariff. Staff recommended that the Conm ssion renove fromthe
Supplier Agreenent Article 3 (Representations and Warranties),
Article 20 (dealing with the Limtation of Liability), and
Article 21 addressing indemification, as these provisions
address generic contract rather than tariff issues.

Wth regard to the mninmum stay requirenents of Delmarva's
proposed rul es and regul ati ons of service, Staff reconmended
that Delmarva revise its tariffs to permt Large General
Servi ce- Secondary ("LGS-S") and CGeneral Service-Primary ("GS-P")
custonmers to return to the Conpany's standard offer service
(capped rate service) if these custoners wi sh to discontinue
receiving electric supply froma CSP and return to capped rate
service. Staff agreed that Del marva's Market Price Supply
Service should be an option and not mandatory for LGS-S and GS-P
custoners returning to the Conpany for electric supply service.

Staff recommended that the foll ow ng | anguage appearing in
Standard O fer Service sections found in Tariff Leaf Nos. 4, 35,
36a, 39, 39b, 39e, 42, 46, and 46a should be revised to conform
wth Rule 20 VAC 5-312-80 Q adopted in Case No. PUE010296 as the

Commi ssion's Rul es Governing Customer M ninmum Stay Peri ods:



Once a Custoner has purchased its electric
supply services froman Electricity
Supplier, other than the Conpany, and then
returns to the Conpany for its electric
supply services, the Custoner nust renain
with the Conpany's Standard O fer Service
for at |least twelve (12) billing nonths
before the Customer may be served by anot her
El ectricity Supplier beginning on the
Custoners' schedul ed neter readi ng date.

Staff noted that Delmarva's S.C. C. Va. Tariff No. 7, Leaf
No. 4a, Part E provides that non-interval and interval netered
custoners woul d be charged for additional requests for usage
data after the initial data is provided to the custoner as part
of the retail conpetition enrollnment package. Staff reported
t hat the Conpany w shed to renove the charge to avoid an issue
wWth the rate cap imtations established by the Act.

Staff recomrended that the Conpany's proposals to increase
charges for alternative netering equi pnent should be revised to
reflect actual costs for alternative netering equi pnent and that
Del marva' s proposed charges for unschedul ed neter readi ngs for
interval and non-interval metered custoners, and for neter
testing nore than once each 24 nonths on non-interval neters,
appeared to be barred by the capped rate provision. Staff
reported that it understood that the Conpany intended to
wi t hdraw t hese proposed charges.

Staff noted that the Conpany's proposals for off-cycle

nmeter reading for CSPs appeared to be supported by cost data.

10



It al so coomented that the Conpany's provision regarding
suppl i er change notification and drop notifications did not
permt the transfer of supply service on any date other than the
standard neter reading date. Staff stated that the Conpany's
current billing systemwas unable to support off-cycle neter
readi ng supply service requests. It reported that the Conpany
had offered to keep track of the nunber of off-system supplier
change requests for future consideration by the Comm ssion.

On the issue of load profiling, balancing, |oad
reconciliation, and transm ssion scheduling, Staff conmented
that one portion of the Delmarva tariff governing | oad
profiling, |oad balancing, |oad reconciling, and transmn ssion
schedul i ng was not subject to PIMoversight. That portion
relates to Del marva's bal ancing of hourly | oad anong its native
| oad and with each CSP through the use of |oad profiles. Staff
expl ai ned that since Delmarva is the party responsible for
conparing each CSP's forecasted | oad profile with actua
consunption, CSPs may be "at the nmercy" of Delnarva to neasure
and assess any financial settlenent. Staff included | anguage as
Attachnment D (JRB-3 to Part C of the Report) to resolve this
issue. Staff further recommended that the Conm ssion consider
permtting Delmarva to refer to the PIM docunents and website
citations for these docunents within their tariffs as opposed to

replicating themin the Supplier Agreenent.

11



Staff proposed that Article 1 of the Supplier Agreenent be
revised as to the "Credit Anbunt” necessary to protect the
Conpany should the CSP default. Staff reasoned that since the
Conmpany is not at risk for the custoner's paynents to the CSP
the definition of "Credit Amount" shoul d be changed to del ete
the reference to custoner paynents to the CSP

Wth regard to term nation of supplier agreenents between
t he Conpany and the CSP after the cessation of the CSP service
to Del mrva custoners, the Staff recommended that the period
before term nati on of the agreenent be | engthened to 60 days.

Wth regard to Del marva's proposed supplier fees, Staff
noted that the Conpany had proposed to reduce its general
adm nistration fee to $50 per MW per nonth and to permt this
fee to remain fixed for two years. Staff did not oppose the
Conmpany' s revi sed fees.

On Novenber 7, 2001, the Conpany filed its Response to the
Staff Report, together with its further revised unbundl ed
tariffs, rates, fees, charges, supplier agreenent, and terns and
conditions of service. The Conpany noted in its Response that
it was withdrawing its proposal to reopen the PM Ri der Schedul e
for new custoners with reduced credits. The Conpany represented
that consistent wth Staff's recomendation, it has changed the
contract termfor the PMrider to one year and retained the

exi sting requirenent that current custonmers receiving default

12



service nust purchase power from Del marva to receive the credit.
The bul k of Delmarva's comrents focused on the Company's rul es
and regul ati ons of service applicable to Delmarva's rel ati onship
with CSPs and custoners who choose to take electric supply
service from CSPs.

Del marva asserted that it could not permt custoner
switches to CSPs on the basis of special neter readings using
its existing billing system It explained that off-cycle neter
readi ng was used only to generate final bills to custoners whose
service was being termnated. It stated that its billing cycle
woul d have to be nodified to accommpdate switching a custoner to
a different service provider without generating a final bill.
The Conpany observed that based on its experience in other
jurisdictions, it did not expect to receive nmany, if any,
requests to switch Virginia custoners to a different CSP based
on a special meter reading. The Conpany represented that if
requests to switch during an off-cycle neter reading occur after
January 1, 2002, in Delmarva's Virginia service area, the
Conpany woul d re-exam ne the cost and conplexity of nodifying
its billing systemto acconmmbdate such requests. It contended
that it should not be required to disrupt its existing billing
system and i ncur unnecessary costs to provide for requests that

may never occur. Delmarva agreed to track the nunber of such

13



requests to switch CSPs foll owi ng an off-cycle nmeter reading and
to report themto the Staff.

On the issue of the Form Supplier Agreenent, Del marva noted
that its formagreenments were identical to the fornms approved by
the utility regulatory authorities in New Jersey and Del awar e.
The Conpany noted that w thout an approved contract, the Conpany
and each CSP woul d have no choice but to negotiate each
i ndi vidual contract, leading to delay in the introduction of
conpetition. The Conpany proposed that its Electricity Supplier
Agreenent be a part of the new Delnmarva tariff volume "S.C C
Va. No. 8 -- Electric".

Wth regard to Staff's proposal to renove Article 3
(Representations and Warranties), Article 20 (Limtation of
Liability) and Article 21 (I ndemification) fromthe Conpany's
El ectricity Supplier Agreenent, the Conpany nai ntai ned that
t hese provisions were fair to CSPs and the Conpany and were
generally reciprocal. The Conpany clainmed that the absence of
these provisions will create the potential for dispute.

Del marva urged the Conmi ssion to approve its proposed
Electricity Supplier Agreenent, including Articles 3, 20,
and 21, inits new S.C.C. Va. No. 8 -- Electric.

Wth regard to the offer of Market Priced Supply Service
("MPSS") to custoners who, after receiving service froma

conpetitive supplier, return to Delmarva, the Conpany noted that

14



it had revised its tariffs to nake clear that custoners may
return to standard offer capped rate service and that these
custoners al so have the option of receiving MPSS upon returning
to electric supply service fromthe Conpany.

Del marva represented in its comments that it had conforned
its tariff to the provisions of Rule 20 VAC 5-312-80 Q of the
Rul es Governing Custonmer M ninmum Stay Periods. As revised on
Novenber 7, 2001, according to the Conpany, its tariffs would
permt custoners whose annual peak demand is greater than 500 kW
to have the option of receiving MPSS service with a m ni num stay
requi renent of only one nonth instead of 12 nonths.

Del marva noted that Staff recommended "actual cost based
rates” for alternative netering equipnment. Delnmarva noted that
it added the word "actual” to its Leaf No. 15, and renoved the
proposed changes in charges for testing interval neters fromits
Novenber 7, 2001, revised tariff.

Wth regard to energy bal ancing, Del marva di sagreed that a
gap existed with respect to sone instances of energy bal anci ng
when Del marva bal ances hourly | oad anong its native | oad and
with each conpetitive supplier through the use of |oad profiles.
However, Del marva represented that it included the first section
of Staff Attachnment D (JRB-3) of Part Cto the Staff Report in
its further revised tariffs to nmake clear that Delmarva is

required to conply with Rule 20 VAC 5-312-100. It contends that

15



its "Procedures for Determ nation of Peak Load Contributions and
Hourly Load Ooligations for Retail Custoners,"” has been approved
by the Federal Energy Regul atory Comm ssion and sufficiently
addresses Staff's concerns. Delmarva argued that its Supplier
Operating Manual provided a detail ed description of the
procedures for determ nation of peak |oad contribution and
hourly | oad obligations for retail custoners and was avail abl e
on Conectiv's web site at www conectiv.com Delnmarva al so
comented that PJM docunents and agreenents are avail able on the
PIM web site and that it keeps its electronic links current with
PJM changes to these agreenents.

On the issue of credit anmounts, Del marva explained that it
is proposing that the credit anmount due from CSPs be based on
two nonths' of a custoner usage nultiplied by the Price-to-
Conpare to protect itself fromdefault risks when a CSP ceases
to provide service to the custoner and does not give adequate
notice to Del marva, so that Delnmarva, as the default service
provi der, nust take over the responsibility of acquiring power
to nmeet the customer's needs. The Conpany contended that it was
likely that a conpetitive service provider would cease serving a
custoner to avoid unusually high whol esal e energy prices, so
Del marva woul d be exposed to the risk of being conpelled to
secure very high priced whol esal e power to neet the custoner's

needs while serving that custoner through capped rates that may

16



be | ower than current whol esal e power prices. The Conpany cited
the default by two conpetitive suppliers on the PIJM system who
had i nadequate credit support as proof that the credit support
provisions it proposed should be accepted.

Del marva agreed that its tariff provision addressing the
term nation of its agreement with a CSP should be further
revised to provide for termnation 60 days after the CSP has
ceased providing service, as Staff proposed.

On Novenber 7, 2001, AES filed its Reply Comments on the
Retail Tariff Issues ("Conmments”). In its Comments, NewEknergy
supported Staff's proposals regarding the return to capped rate
supply service. AES noted that given the lengthy transition in
Virginia to conpetitive retail markets, the w thhol di ng of
capped service to shopping custonmers could well represent a
barrier to retail choice.

AES al so supported Staff's recomendati ons regardi ng
nodi fication of Delmarva's retail and suppliers tariff to be
consistent with any m ninum stay provisions approved in Rule
20 VAC 5-312-80 Q AES proposed tariff |anguage, that it urged,
be inserted in each applicable rate schedule to pronote ful
conpetition by all suppliers.

AES supported Staff's recommendation that the "credit
anount” found in Del marva's supplier agreenents shoul d excl ude

references to anounts paid by the custoners to the CSPs. AES
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noted that PJM serves as a risk sharing pool, that includes
CSPs, and that as the market shares for conpetitive suppliers

i ncreases over tine, their share of these costs will continue to
i ncrease. AES observed that this obligation is a whol esal e
obligation, and a whol esal e sol ution has been crafted by PIMto
avoid liability in the future.

AES continued to chall enge the Conpany's proposed charges
for historical usage data and general admi nistrative fees. AES
further recomended that any custonmers on the PMcontracts
shoul d have the option to remain on the PM contract through the
end of the PJM planning period or to the end of the PIMprimary
contract term

AES supported Staff's recommendation to create a Supplier
Coordination Tariff to permt CSPs to address supplier issues
directly with the Commi ssion. It asked that Del marva's wai ver
of the "First In" enrollment requirenent not be pernmanent.

As to the Load Profiling, Balancing and Reconciliation
matters at issue, NewtEnergy noted that its comments were focused
on those el enents not controlled by PIM It stated that the
determ nation of |ine |osses, peak |load contribution, allocation
of energy obligations for |oad serving entities in Delmrva's
service area and the determnation of the PIJM I ocational market
price zone used in the reconciliation process are all processes

controlled by Del marva. AES asserted that if the Commssion is
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unwi Il ling to have these provisions governed by the Supplier
Tariff, then the Conpany should report any changes to such
provisions to Staff and all licensed suppliers in Virginia and
provi de adequate tinme to comment on and respond to such changes.

On Novenber 14, 2001, Delmarva filed a notion to approve
its unbundl ed rates, effective January 1, 2002, and requested
that the Comm ssion defer to a subsequent order the resol ution
of non-rate issues in the proceeding. This Mtion was
subsequently w t hdrawn by the Conpany.

On Novenber 29, 2001, the Commission Staff filed a Mtion
Requesting Leave File Reply, together wwth its "Staff Reply to
t he Response of Del marva Power & Light Conpany and the Reply
Comments of AES Newknergy, Inc., on Staff's Cctober 22, 2001
Report" ("Staff Reply").

On Novenber 30, 2001, the Commi ssion entered an Order that
granted the Staff's Novenber 29, 2001, Mdtion and received
Staff's Reply; authorized AES, the AG and other interested
parties to file any further response to the Staff's Reply on or
bef ore Decenber 7, 2001; and directed Delmarva to file any
further response to the Staff's Reply on or before Decenber 14,
2001.

On Decenber 6, 2001, AES filed its "Reply to the Responses
of Staff dated Novenber 29, 2001" ("Reply") with the derk of

the Comm ssion. In its Reply, anong other things, AES comented
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that the PM Rider contract term as specified in Delnmarva's
Novenber 7, 2001 tariff, actually referred to a term of one year
or nore and should be revised. AES supported Staff's
recomendation that all PMcontracts be l[imted to only one-year
renewal s. NewEnergy observed that any nultiple year PM
contracts could act as a barrier to conpetition. AES
recommended that any new or existing utility PMcontracts shoul d
be honored by the Conpany for an annual period, consistent with
the PJM pl anning year (June 1 through May 31), regardl ess of who
the supplier is, and consistent with the PIJM curtail nent
program
NewEner gy suggested that the foll ow ng | anguage shoul d be

incorporated into the PM Ri der, since, according to it, the
utility is currently entitled to continue to receive the
capacity benefits on the R der through the end of the annual PJM
Pl anni ng Peri od:

This Rider is also avail able to any Custoner

taking its electricity supply from an

El ectricity Supplier and any

credits/paynents, |oad reduction anounts,

and mechani snms for inplenmenting or ending

| oad reduction events would be per the terns

of this PMrider, and the benefits of such

| oad reduction (such as |oad reduction

credits that may be avail abl e pursuant to

the rules of the PIMInterchange, LLC) would

be for the account of the Conpany. |If PJM

or its successor reduces or elimnates the

benefits of ALMto Del marva due to the

custoner's enrollment with the Electricity
Supplier, then the PM Ri der contract will be
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subject to termnation at Del marva's sole
di scretion on 30 days noti ce.

NeweEnergy agreed with Staff's position set out in Staff's
Reply on the fairness of Articles 3, 20, and 21 in the Supplier
Agreenment. AES characterized Article 20.3, in particular, as
one- si ded.

NewEner gy continued to assert that the Conpany nust further
nodi fy its retail tariff and supplier tariff to be consistent with
the m ni num stay provisions approved in Rule 20 VAC 5-312-80 Q
It comrented that Del marva has still not renoved provisions
t hroughout its tariff that restrict which suppliers a custoner may
contract with, and further restrict how |l ong a custonmer can
contract with a supplier. NewEnergy sought clarification that
Section 6.1.1 of the Supplier Coordination Agreenent (Additional
Event of Default) and the associated section 6.2.1 have been
removed. According to Newknergy, these provisions go beyond the
12-nmonth m ni num stay provision enbodied in the Conm ssion's
di rectives.

AES comment ed that Del marva has retai ned nunerous
references in the Conpany's retail tariff that restrict a
custonmer fromreturning to the sane supplier, after being
returned to the utility for any required m ni num stay peri od.

It cited the |ast sentence in Second Revised Leaf No. 4, the

| ast sentences in nunbered paragraphs 1 and 2 on the Oiginal
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Leaf No. 4a, and in paragraph 2 of the Market Priced Supply
Service ("MPSS") in Section XVIII. AES agreed wth the Staff's
Reply that such restrictions were inconsistent with an earlier
Conmi ssi on Order.

NewEner gy supported the Staff's recomendation that "Credit
Amount " shoul d be defined to exclude any references to anmounts
paid by custoners to the CSP or to any anounts equal to the
usage nmultiplied by the Price to Conpare. AES maintained that a
credit anount equal to two nonths of custoner paynents to the
conpetitive service provider, and a credit anmount equal to two
nmont hs of custoner usage nultiplied by the Price-to-Conpare
essentially represent the whol esal e costs of serving the
custonmer and are roughly the sane.

AES di sm ssed Del marva's clains that the Conpany is at risk
for CSP defaults, and notes that if the custoner returns to the
utility, the Conpany will receive conpensation fromthe customner
through its tariff rates for its wholesale electricity costs
i ncurred when serving the custoner. AES noted that the default
situations cited by Del marva represented whol esal e defaul t
obligations shared by Load Service Entities ("LSEsS") in PIM
i ncl udi ng whol esal e marketers, CSPs and utilities. It asserted
that PJM has taken action to ensure that all LSEs provide

adequate credit assurances in the future.
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NewEner gy continued to oppose Del marva's Gener al
Adm nistrative fees, asserting that these fees were not
representative of a new service for suppliers. It also opposed
Del marva's historical usage data fee.

On the issue of Load Profiling, Balancing and
Reconciliation, AES continued to object to Delmarva's ability to
change its prevailing Operating Manual w thout adequate notice
to and comrent by stakeholders. It argued that nerely posting
changes on the Wb site would not grant any party an opportunity
to oppose or delay a proposed change that could significantly
inpact the retail energy price, or capacity allocations set by
Del marva. AES urged the Comm ssion to retain jurisdiction over
the procedure in order to protect the interests of suppliers and
to incorporate the operating nmanual into the Tariff.

Wth regard to billing disputes, AES maintained that
Del marva had not renoved | anguage stating that any bill rendered
to a supplier shall be deenmed concl usive and binding on the
supplier within 20 cal endar days. AES asserted that
Section 12.5 of the Supplier Agreenment should be anended to
renove this requirenent.

In its Decenber 14, 2001 Further Response, Del marva agreed
to anend its Peak Managenent contracts to provide for only a
one-year renewal. It opposed the Staff's recommendation in

Staff's Novenber 29 Reply that Del marva should be required to
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change its billing systemin the future to provide for off-cycle
supplier switches. It reiterated that it has received few
requests in other jurisdictions for off-cycle supplier swtches,
and renewed its offer to report such requests to the Conmm ssion.
The Conpany noted that nodification of its billing systemto
accomodat e of f-cycle switches would be costly.

Wth regard to the Formof the Supplier Agreenent, Del marva
mai nt ai ned that the |anguage used in Article 3, Article 20, and
Article 21 are identical to the | anguage in anal ogous contracts
in other Del marva jurisdictions. The Conpany asserts that if a
supplier believes it is being treated unfairly under the
agreenment it may conplain to the Conm ssion.

On the issue of Load Profiling, Balancing, and
Reconciliation, the Conpany nmai ntained that reference to a
specific portion of the Operating Manual is not appropriate
because the docunent in its entirety relates to the cal cul ation
of | oad obligations under PIM s Custoner Choice Program
Del marva represented that it would post line | oss factors used
inits balancing process to the Conpany's Wb site.

Wth regard to the Credit Anmount, Delmarva explained in its
Further Response that its provisions relate to power purchase
costs that it would incur as a default supplier when a
conpetitive supplier fails to provide power to the custoners.

It asserted that PJIMs credit requirenments would not protect the
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Conmpany in such a situation. It urged the Conm ssion to approve
its credit provisions.

Del marva responded to the Staff and AES concerns about
m ni mum stay provisions by noting its concern that CSPs wil |
gane the system by providing service to retail custoners only
during certain periods of the year that provide a cost advantage
to CSPs. It maintained that its tariff |anguage di scourages
this undesirable practice by providing that a custonmer cannot
return to its previous CSP after a m ninum stay period but can
only take service fromanother CSP. The Conpany defended
Article 6.1.1 and 6.2.1 of its tariffs by noting that they limt
the type of deliberate "gam ng" by suppliers that seeks to shift
hi gh costs of supplying retail custoners during peak periods to
the utility, while serving the sane retail customers during
ti mes when costs of purchasing electric for resale are nmuch
| ower .

The Conpany defended its historical usage data fee by
noting that all suppliers will have free access to the
hi storical usage included in the "opt out" custoner |ist.
According to the Conpany, historical usage data fees wll be
applicable only to CSPs who have not been electronic data
interchange certified or require supplenental data and where
Del marva nust manual |y process a custoner rel ease form and nai

the requested data. Delnarva asserted that it proposed its
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general adnministrative fees to cover the increnental costs of
provi ding new services to CSPs. It urged the Conm ssion to
approve its fees.

NOW THE COW SSI ON, havi ng consi dered Del marva's
application, the supplenental filings thereto, the coments on
the application, the Staff Report, and the Responses and Replies
thereto, together with the applicable statutes and rules, finds
that Del marva's revised cost of service study filed on
Septenber 18, 2001, incorporating Staff's adjustnents to the
Conmpany's cost of service, together with the Conpany's unbundl ed
retail service tariffs, supplier agreenents and terns and
conditions of service filed on Novenber 7, 2001, as further
nodi fi ed bel ow shoul d be accepted as supported by the record.

We further find that the Staff should continue to nonitor
Del marva's conpliance with our Regul ati ons Governing the
Functional Separation of |Incunbent Electric Uilities under the
Virginia Electric Uility Restructuring Act, 20 VAC 5-202-10
et seq., adopted in Case No. PUA000029. To this end, we wl
instruct our Staff, as necessary, to conduct audits and revi ews
of the Conpany's books, records, and work papers and conduct
nmeetings to ensure conpliance with 8§ 56-590 of the Code of
Virginia and the regul ati ons adopted in Case No. PUA000029.

A di scussion of various additional nodifications to the

Company's tariffs, Electricity Supplier Agreenent, and terns and
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conditions of service as well as various issues raised by the
proceedi ngs participants foll ows.

El ectricity Supplier Agreenent

W will permit Delmarva to file its proposed Electricity
Supplier Agreenent, with certain revisions discussed herein as
part of new Delmarva tariff volume "S.C.C. Va. No. 8 --
Electric". W decline to nodify the provisions of the
Agreenent, addressing limtations on liability, representations
and warranties, as well as the indemification provisions. CSPs
having a dispute with the Conpany over the adm nistration of the
terms of the Agreenment may file a conplaint and seek resol ution
of any unjust, unreasonable, or discrimnatory application of
t he Agreenent by Del marva.

Swi tching of Custoners to CSP at
the Tine of Special Mter Readi ngs

Del marva has opposed permtting custonmers to switch
conpetitive energy suppliers at the tinme of special neter
readings. It notes that its billing systems woul d have to be
nodi fied to accommpdate switching of custoners to a different
service provider without generating a bill. It has offered to
keep track of the nunber of off-cycle nmeter reading requests.

The Staff, in its Reply, has supported permtting custoners

to change suppliers at the tinme of special neter readings.
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W recogni ze the conplexities that may be involved in
accommodating off-cycle switches to a CSP. However, we al so
recogni ze the value of permtting custoners to switch suppliers
nore frequently. We will therefore require the Conpany to track
t he nunber of off-cycle requests to switch CSPs as well as
custoner conplaints regardi ng such requests and report this
information to the Division of Energy Regul ation by May 1 and
Novenber 27 of each year. |If the issue of off-cycle readings
appears prospectively to be a source of custonmer conplaints or
an inpedinment to CSPs offering service, we will re-exam ne the
i ssue at that tine.

M ni mum Stay Provisions in
Del marva's Tariffs

Del marva asserts in its Novenber 7, 2001 Response to the
Staff Report that it has conforned its tariffs to the provisions
of Rule 20 VAC 5-312-80 Q of the Rules Governing Customner
M nimum Stay Periods. Both Staff and AES contend that this may
not be the case. Staff and AES point to exclusionary |anguage
in Service Classifications R, R-TOU- ND, SGS-S, LGS-S, GS-P,
RTP-F, PL, SL, ORL, X, and SPSS that provides that

the Custoner nust remain with the Conpany's
Standard O fer service for at |east one (1)
billing nmonth after which, and begi nni ng on
the Custoner's schedul ed neter readi ng date,
the Custonmer will be eligible to be served

by an Electricity Supplier other than the
Electricity Supplier who i medi ately served
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t he Custoner before the Custoner returned to
t he Conpany's Standard O fer Service.

Under this provision, a customer exercising retail choice
must stay for one billing nonth with the Conpany before
switching to a supplier other than the supplier who had
i medi ately served the custoner before the custoner returned to
Del marva's capped rate service. Restrictions of choice in this
manner are not consistent with our ruling in our M ninmm Stay
Order entered in Case No. PUE010296. However, we support
Del marva' s proposal that switches to a supplier may occur only
at the schedul ed neter readi ng date.

The Virginia Electronic Data Transfer rul es and protocol
define in detail how swi tching may occur, specifying notice
peri ods and wi ndows for customer switches. W wll therefore
require Delmarva to nodify the | ast sentence of Standard O fer
Servi ce under the foregoing Service Cassifications as follows:

Once a Custoner has purchased its electric
supply service froman Electricity Supplier
and then returns to the Conpany for its
el ectric supply service, the Custoner nust
remain with the Conpany's Standard O fer
Service for up to one (1) billing nonth
after which, and begi nning on the Custoner's
schedul ed neter reading date, the Custoner
will be eligible to be served by anot her
El ectricity Supplier.

Further, with respect to Sections 6.1.1 and 6.2.1 of the

Electricity Supplier Agreenent, we concur with AES that these

portions of the agreenment could cause a supplier to be
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considered in default if the customer seeks a contract with a
supplier for less than a year. These provisions are unduly
restrictive. W understand the Conpany's concern that CSPs may
attenpt to gane the whol esal e market based on the seasonal price
of wholesale electricity. However, if the Conpany finds that
such gamng is occurring, it may collect sufficient data and
present its case to the Conm ssion for relief in accordance with
Rul e 20 VAC 5-312-80 R of the Mninmum Stay Rules. Sections
6.1.1 and 6.2.1 should therefore be revised to elimnate the
possibility that contract terns of |ess than one year in
duration may be considered a default event for a CSP

Credit Ampunts

AES and Staff take issue with Delmarva's definition of
"Credit Amount"” found in the Conpany's Electricity Supplier
Agreement. They contend that the calculation of the credit
anount based upon the greater of the estimted usage for a two
nmont h period of Supplier's custoners in the aggregate nultiplied
by the applicable "Price to Conpare" or "Shopping Credit" for
generation is redundant with credit arrangenents CSPs now
undertake with PIJM for whol esal e suppliers. W agree with Staff
and AES, and will direct Delmarva to revise this definition so
that a CSP nust supply credit sufficient to secure the delivery
service it receives from Del marva and not the upstream whol esal e

suppl i es.
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Load Profiling, Balancing, and Reconciliation

Del marva has revised its |oad profiling, balancing, and
reconciliation portions of its Electricity Supplier Agreenent,
i.e., Article 9. Staff contends in its Reply Conments that
further revision of this portion of the Agreenent is necessary.

We agree. As Staff has noted in its Reply, Delmarva's
Agreenent does not identify the line | oss percentages enpl oyed
in the | oad bal anci ng cal cul ation for each appropriate voltage
level inits tariffs. W find it appropriate for Delmarva to
revise Article 9 to identify the line |oss percentages used in
t he | oad bal ancing cal cul ati on for each appropriate voltage
| evel in the Agreenent rather than relying on Del marva' s Wb
site postings. This is critical information and should be
readily avail able as part of the Electric Supplier Agreenent
bei ng approved herein.

Peak Managenent Program

Staff and AES have recommended that all contracts under the
PM contracts be limted to only one-year renewals. Delmarva has
agreed to this revision. Delmarva's tariffs (Leaf No. 54)
shoul d be revised to reflect this change.

We, however, decline to adopt AES proposed tariff |anguage
for the closed PM Ri der found on page 2 of AES Decenber 6
Reply. The issue of whol esal e generation credits available to

Del marva when a custoner changes fromone CSP to another is nore
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properly addressed through PIJMand its procedures than as part
of the PM R der tariff before us.

Billing D sputes

AES conplains in its Decenber 6, 2001 Reply that Del marva
has not renoved |anguage in 8 12.5 of the Electricity Supplier
Agreenment providing that any invoice shall be deened concl usive
and binding on the CSP within 20 cal endar days. W note that
§ 12.5 permits CSPs to chall enge invoices and clarifies when
paynment is due. Further, page 8 of AES Septenber 14, 2001,
Comment s requests the Conpany to anend 8 12.5 to state that
suppliers should pay within 20 cal endar days fromthe rendering
of the invoice. It appears that Del marva has agreed to
NewEnergy's request. W w |l accept Delmarva's revision to
§ 12.5.

Suppl i er Fees

AES has opposed Del marva's general admnistration and
hi storical usage fees for interval nmetered custoners. Staff has
not opposed these fees if permtted by the Comm ssion, but
observed in its filings that the fees appear to be supported by
cost data provided by the Conpany.

Section 56-582 of the Act which establishes the paraneters
for capped rates states that capped rates shall "include rates
for new services where, subsequent to January 1, 2001, rate

applications for such services are filed by incunbent electric
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utilities with the Conm ssion"” and are thereafter approved by
the Comm ssion. The instant application, to the extent that it
requests the approval of fees for new services, falls within the
meani ng of this provision. Accordingly, we will permt the fees
set out in the Novenber 7, 2001 Electricity Supplier Agreenent,
tariffs and terns and conditions of service, with the exception
of the fees for general admnistration and registration of CSPs
proposed by Del marva, which we do not find to be "new services”
provi ded by the Conpany within the neaning of the Act and
provi ded further that the Conpany makes various technica
corrections to Appendix B to the Electricity Supplier Agreenent.
There will certainly be additional costs of doing business
in the newretail choice environment but |ike other cost
i ncreases,® they are not recoverabl e because of the capped rate
[imtation of the Act. When the Conpany is eligible to file its
next distribution rate case, and we are free to exam ne both
i ncreasi ng and decreasi ng conpany expenses, we will then be able
to consider the recovery of these costs.
Wth regard to the technical correction of Appendix B, a
summary Schedul e of Processing Fees and Charges, we find that
Del marva's charges for non-interval neter testing, interva

meter testing and the historical usage data fees for non-

6 0ther than the adjustments permitted for the tax changes, fuel expense, and
financial distress under § 56-582 B of the Code of Virginia.
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interval netered customers should be corrected to conformwth
the bul k of the Conpany's tariffs.

Accordingly, IT IS ORDERED THAT:

(1) The Conmi ssion Staff, as necessary, shall conduct
audits and reviews of the Conpany books, records, and work
papers and conduct neetings to ensure conpliance with 8 56-590
of the Code of Virginia and the regul ations put forth by the
Conmmi ssion in Case No. PUA000029.

(2) Except as nodified herein and consistent with the
di scussi on set out above, the revised unbundl ed rates, fees,
charges, ternms and conditions of service, and electricity
suppl i er agreenent found in Delmarva's Novenber 7, 2001 filing
wi th the Conm ssion shall be adopted, effective for service
rendered on and after January 1, 2002. The Conpany shal
forthwith file the revised unbundl ed rates, fees, charges,
el ectricity suppliers agreenent, and terns and conditions
approved herein with the D vision of Energy Regul ation.

(3) The Conpany's proposed fees for new services are
reasonabl e and are adopted with the exception of the Conpany's
proposed regi stration and general adm nistration fees for
conpetitive suppliers.

(4) The Conpany shall track the nunmber of requests to
switch CSPs nade foll ow ng special neter readings as well as

custoners conplaints regarding this issue and report this
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information to the Division of Energy Regulation by May 7 and
Novenber 27 of each year follow ng AP s inplenentation of
cust omer choi ce.

(5) This matter is dismssed.

35



